SAN JOSE INTERNATIONAL AIRPORT
1661 AIRPORT BOULEVARD C-205
SAN JOSE, CALIFORNIA 95110-1285

Ralph G. Tonseth
Director of Aviation

Mr. William Caton

Acting Secretary Federal Communications Commission
1919 M Street NW, Room 222

Washington, DC 20554

RE: Billed Party Preference Docket No. 92-77
Dear Mr. Caton:

Thank you for providing us with the opportunity to comment on the Notice of Proposed Rulemaking regarding
Billed Party Preference (BPP).

San Jose International Airport, a city owned airport, continually strives to provide quality service to its
customers, the traveling public and citizens of San Jose.

An important part of our mission is to remain a self-supporting entity without the need to tax the public at large.
It appears that implementation of BPP may adversely affect Airport revenues, which in turn would necessitate
raising fees to other users.

At the same time, it is not clear to us that the expense involved in implementing BPP, justifies the impact that it
may have on our customers, who, for example, may lose the ability to place credit card calls, or upon pay
telephone providers, who may lose the incentive to provide long distance telephone service at airports
throughout the country, and thereby cause great inconvenience to our users.

Please consider, the foregoing before proceeding with the implementation of BPP. Your attention to this matter
is most appreciated.

Sincerely,

Terri A-Gomes
Deputy Director
Airport Finance & Administration
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I. INTRODUCTION

' 1. In May 1992, the Commission released a Notice of Proposed Rulemaking to consider
the implementation of a *billed party preference” (BPP) system for 0+ interLATA payphone
traffic and for other types of operator-assisted in‘erLATA traffic.' Under BPP, such traffic
.would be carried automatically by the operator se. :es provider (OSP) preselected by the party
being billed for the call. In the Notice, we tenta, . 1ly concluded that, in concept, BPP routing
of all 0+ interL ATA calls is in the public inten- .., and we sought comment on the costs and
oenefits of BPP.

2. Our review of the evidence in the record ... other publicly available data indicates
that BPP, if implemented within the parameters dis~-sed below, would serve the public interest.
BPP would facilitate access to the telephone netw. . by eliminating the need for callers to use
access codes on operator service calls. BPP wo...d also stimulate competition in operator
services both by eliminating AT&T’s advantages in the operator services market and by
refocusing operator services competition more squarely on consumers. Heightened, more
consumer-oriented competition should result in lower prices and better services, which, coupled
with easier access, should stimulate network usage. Moreover, the technology required for BPP
would enrich the nation’s telecommunications infrastructure, paving the way for further network
innovation. Nevertheless, BPP is an expensive technology. In addition, the data, including the
cost data, on which we rely is not as precise or as current as we would like. Therefore, before
issuing a final decision, we invite parties to comment on our analysis of the benefits and costs
of BPP. We will mandate BPP only if we conclude that, as indicated by the current record, its
beaefits outweight its costs and that these benefits cannot be achieved through alternative, less
costly measures, Parties suggesting alternatives to BPP should describe those alternatives with
sp cificity so that we may adequately assess their costs, benefits, and feasibility in relation to
BP>. We intend to proceed expeditiously with our revicw of the record and issue a final
decision at the earliest possible date.

IL. BACKGROUND

. 3. O+ interL ATA calls from paypbones, hotels, motels, and other aggregator locations
arc routed today to the OSP chosen by the premises or payphone owner.? OSPs geaerally

' Billed Party Preference for 0+ InterL ATA Calls, Notice of Proposed Rulemaking, CC - -
Docket No, 92-77, 7 FCC Red 3027 (1992) (Notice). A O+ call occurs whea the caller keys -
in “0" plus an interexchange mumber, without first using a carrier access code. An access code

is a sequence of numbers, ¢.g., 10288, that connect the caller wthcaniernsocmed thhthat

sequence. | o | Lo
? Prior to 1988, all 0+ traffic from Bell Operating Company (BOC) and GTE paypbones

was routed 0 AT&T. In October 1988, Judge Greene ordered the BOCs to implement 2
presubscription system for BOC payphones, and shortly thereafier, he ordered GTE to do the
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compete to receive such traffic by offering cc...missions to payphonc Or premises owners on all
0+ calls from a public phone “"presubscribed” to them.’ To maximize commission reveages,
20d in some cases o prevent fraud, some aggregators blocked the use of access codes for
"dialing around” the O+ carricr from their phones. Congress responded to this by enacting the
Telephone Operator Consumer Services Improvement Act of 1990 (TOCSIA), pursuant to which
the Commission has required payphone providers to permit callers to use access codes to reach
their preferred carriers.

4. While the Commission's orders pursuant to TOCSIA have addressed some of the most
serious problems presented by a presubscription system of equal access for public pbones,’ we

same. In these orders, Judge Greene stated that a BPP system would be most consistent with
the divestiture decree, but he recognized that it was not viable at the time. Still, he stated his
expectation that the BOCs would continue expeditiously to perfect a line identification database
(LIDB) system, which would permit BPP. United States v. Western Electric Co., Inc., 698 F.
Supp. 348, 367 (D.D.C. 1988).

3 *Public phones" refers here to payphones and other aggregator phones, including hotel
phones. Under the Communications Act, as amended, an aggregator is "any person that, in the
ordinary course of its operations, makes telephones available to the public or to transicat users
of its premises, for interstate telepbone calls using & provider of operator services.® 47 U.S.C.
§226(a)(2). ‘

4 See, 47 C.F.R. §64.704 (1992), adopted pursuant to Pub. L. No. 101-435, 104 Stat. 986 -
(1990) codified 1t 47 U.S.C §226. The Commission has required unblocking of all payphones. -
Other aggregator phones must also be unblocked, except for equipment that was manufactured
or imported before April 17, 1992 and cannct be modified to permit access code dialing for less
than fifteen dollars per line without creating a significant danger of toll fraud. Commission rules
do not require these phones to be unblocked until April 17, 1997, See 47 C.F.R. §64.704(c)(5).

? Sce, e.g., Policies and Rules Concerning Operator Service Providers, Report and Order,
CC Docket No. 90-313, 6 FCC Red 2744 (1991). In the Final Report of the FCC Pursuant to
the Telepbone Operator Services Improvement Act of 1990, Nov. 13, 1992 (TOQCSIA ReporD),
we found that over ninsty percent of telephones complied with our TOCSIA consumer protection
requircments. We concluded that these requirements were effective in providing consumers the
opportunity 10 reach their carrier of choice through access codes and thereby avoid the high rates -
charged by some OSPs. We recognized, however, that some calls are still routed to carriers that

. charge high rates. See pama. 11, infra. We also found that tliese rates are in many cases driven

by higher costs — and, in particular, the higher commissions these carriers must pay .to.
aggregators under & presubscription system of equal access. As discussed below, BPP would
remedy these remaining problems. It would guarantee that all callers would always reach the .
preferred carrier, while sunplifying dialing requirements on operator sexvice calls.’ In addition, .
it would most likely eliminate the commissions that increase OSP cost structures (although there
would be some offsctting increase in paypbone compensation) and redirect operator services
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wmeqhmmmummxmmm. In particular, we noted that many callers -
find dialing requirements for operator sarvice calls to be burdensome and confusing.* We also
Observed that a presubscription system isherently favors the OSP with the most traffic, and that,
0 a significant degree, compctition under presubscription benefits premises owners and
payphone providers more than cnd users. It was largely because of these disadvantages of
pmubsc_'rxpuon that the Notice tentatively concluded that, in concept, BPP was in the public
imerest.

3. Under BPP, O+ calls would be carried automatically by the OSP predesignated by the
billed party. To identify the billed party's OSP, Jocal exchange carriers (LECS) would initially
route such calls to a LEC operator sesvice switch (0SS).* From there the handling of the call
would vary, depending on the nature of the call and the billing vehicle. For intertl,ATA collect
calls, as well as inter] ATA calls billed to third sumbers or line-number based calling cards,’
LECs would launch a query from the OSS to 2 LIDB via common channel signaling (SS7) to

competition towards consumers and away from aggregators. Thus, while TOCSIA and our
implementing rules provided significant benefits to the public, given existing network
technologies, BPP would yield additional benefits.

¢ Notice, 7 FCC Red at 3030.

7 In the Notice, the Commission also sought expedited comment on a proposal to address *
the competitive inequities cre wed by the use in a presubsciption system of proprictary calling -
cards, that is, -calling cards tiat can be validated only %y the card issuer. Specifically, the -
Commission sought comment on whether, pending implementation of BPP, it should require
IXCs to share with other IXCs, billing and validstion data for any calling card usable with 0+
access. In Billed Party Preference for 0+ InterLATA Calls, Report and Order and Request for
Supplemental Comment, CC Docket No. 92-77, Phase I, 7 FCC Red 7714 (1992), recon, pets.
pending, the Commission concluded that the costs of this proposal outweighed the benefits.
However, the Commission also stated that if it did not adopt BPP, it might reconsider whether
further action would be needed to address any remaining problems in the operator services

* Notice, at 3027-29; See Joint MCI, GTE, Pacific, SW Bell £x parte filisg, Dec. 23, 1993

presenting a detailed BPP service description that is agrecable to-all four partics. ' -

? Under curreat LEC plans, LIDB queries would be ten-digit in nature. Thus, there could )
be anly one line number calling card for each line. If BPP plans were modified to permit 14--- = -
digit screening, LECs would be able to differentiate among line number cards based on the - -
personal identification mumber (PIN), thereby allowing multiple lin® mumber cards for each fine. - - -
LECs maintain, bowever, that 14-digit screening would be substantially more expensive to -© -
administer. See infra Section IV.D." S
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xicuufytheospmudwgwadbythcpanytobebmcd.” For calls billed to a calling card in -
the CIID or 891 format'! or to a commercial credit card, LECs would identify the OSP or the
dmbascwbcqumedformmngm.mmonsamcoss(mthanauDqu)bmdonthc
first six digits of the calling card pumber.

6. Once the preferred OSP was identified, the call would be scat to it. In addition, any
bﬂhngdmwllecwdbythcl.sc mchumnmgardwmw—wouldbcwmwthcosth
0857, if the OSP could receive OSS7 datz. (If the OSP could not receive 0SS7 data it would
needtomqucstbillmgmformanonfmmthccallaagam) The OSP operator system would be
responsxbleforvahdanngOSPanandwlardsandobaxmngacoepanccmwnoanndmhd
party billed calls. Line number cards would continue to be validated in LIDB.

7. Mostopcrawrsavmeanswouldbchmdlodonmautomnedbamthmugh
"Automated Alternate RBilling Service® (AABS) systems, which many LECs have already
deployed and which would be expanded to handle the increased load of BPP calls.® Proponeats
of BPP have urged its application to O- as well as 0+, calling card, collect, and third party

19 LECs would load isto LIDB a primary and secondary OSP choice for each telephone line.
Secondary choices would be used when the primary carrier, ¢.g,, a regional carrier, was unable -
to handlc the call, The LIDB response to the OSS would include the sccondary OSP choice as
well as the primary, so that the former coutt be used if the latter carrier conld not receive the
all.

' An 891 card, consistent with the International Telegraph and Telephone Consultative
Committee (CCITT) standards, contains up to nincteen digits. Its first three digits indicate that
the card is from the North American Numbering Plan areca. The next three digits identify the
card issuer. A *Card Issuer Identifier” (CIID) card is a fourteen-digit non-linc pumber based
card, the first six digits of which identify the card issuer.

2 OSS7 is an operator services version of SS7 software containing the additional fields -
needed to provide operator services (e.g., calling card number). It would be nsed to transmit”
infomuuonﬁumthcl.BCendofﬁcemﬂxLBCOSS.lndﬂmthoLBCOSSdeOSP

B 1LBCs, as well as OSPs, h:vebeendeployingAABSsyswmsmphocoflivem
macsynanspmdemmmmsmmdwhcnmfommmfmmanmvhamaed
prompts. For example, a tone significs that the caller should eater a calling card number, and -
awwmwmmamcmdedvowemmmthcaﬂmmidmufyconeawthhdmam

possxblybykcymgmpamaxhrdlgm | A
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billed calls,* BPPwouldnotalncrtbewnunmuungofweessoodc 1+, 00, or calis billed °
to foreign line aumbers.

II. COSTS AND BENEFITS OF BILLED PARTY PREFERENCE

8. Based on the record and other publicly available information available to us, we
bchcvcthatthcbmeﬁtsofBPPmngmﬁumandwtwcxghmm Our evaluation of the
costs and bencfits of BPP is based on data submitted by the parties and the best publicly
available data from other sources. When possible, we have sought to quantify the benefits in
dollars to help judge whether consumers would valtue the beaefits above the costs. For
of this analysis, we have assumed that BPP, if mandated, would be implemented in June 1997.%
Weseekcommentsonouramlywsofboxhoomandbmﬁxs.

A. Benefits

9. BPP would provide three principal benefits. First, it would facilitate access to the
telepbone petwork by simplifying calling card, collect, and third party billed calling. Callers
would no Jonger need to use access codes, they would no longer find their OSP cards rejected
at certain payphones,'”-and their calls would automatically be carricd by the OSP preferred by
the billed party, rather than that chosen by the premises owner. Second, BPP would lead OSPs
to refocus their competitive encrgies on serving end users rather than paying commissions for
the 0+ traffic from public phones. Third, it would enable at lzast some of AT&T s competitors
to compete more effectively for customers who prefer not to use access codes. As explained
more fully below, the first two benefits would appear to generate roughly $620 million annually
in gross quantifiable savings. A more competitive market structure should also lead to lower

“ A 0- call occurs when the caller dials "0* with no additional digits. 0- calls are currently
routed fo the LEC operator in most states. In thosc instances, if the caller wishes to place an
interLATA call, the LEC operator will instruct the caller to bang pp and redial using either 0+
of a carrier access code. Mmaﬁvdy,mewcmmmigm&theanawchooseabng
distance carrier and transmit the call to that carrier. b .

“Am-anmnwhm-anammmempz-o'wiuwnhmmmmm oo-'
causammutedtotheOSPpmsubsaibedtotheongxmnnghne ' k

“Foraﬁnuerdxsaxsmnofdxumngofmplanamon,!ﬁ.secuonlve.,m

70+ aﬂsmdewnhapropneuxyOSPanmgmxdﬁmnaphmmbecﬁbedwm :
OSPmmmﬂyrqecwdbythepmsubscﬁbchSP

6
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prices and better services, though we hav: '1otquanuﬁedthuoranumbcrofothcrbeneﬁtswe '
discuss lelow. !

1. BPPwouldchmmatcthemedfO‘“ocssoodcsandguamtummngbyﬂmbﬂled
party’s preferred carrier.

10. Lﬂm&.&&_;enx__m_my_f\um According to the TOCSIA
Eepont, an estimated one-third of operator service calls were made via access codes in 1991, 1
BPPWOuldbeneﬁtthcseamcodeumb)aavmgthanthcuwblcofmtmngtheexmdxgm
of an access code before each call. It would also eliminate the possible time and trouble that
some face in remembering their carrier's access code or having to retrieve their calling card
instructions each time they make a calling card call. While we suggested in the Notice that
callers may become more comfortable with access codes over time, and that the value of this
bcncﬁtmaythusdxmmxshoverume.webelmvethatthclikclqu;hcunemofmx}o{ms
codes with 101XXXX codes in 1995 may further confuse callers and add to the burdens of
access code dialing.” Callers who use 0+ on phones presubscribed to their preferred carrier
would also avoid having to determine whether they needed to use an access code.” We seek

'* A study commissioned by CompTe! concludes that BPP would alter the routing of oaly
aboutmnawupmentofopmmrsemoeam CompTel ex pane filing, Nov. 22, 1993
(CompTel study). Bves assuming that this number is approximately correct, BPP would save
consumers bundreds of millions of dollars on those calls. Sce, para. 11, jnfra. Moreover, the
assumpuonmthatstudy that BPP provides benefits only to the extent it alters the routing of
operator service calls — is, in our view, incorrect. Rather, we believe that all consumers would
bencﬁtﬁomnmphfcddmlmgmqmmmenumngummeedthemmmthcbmedm:
carricr of choice. In addition, consumers would benefit from increasd price competition for
wstomcruaﬂicmtheopemorsuvicﬁmukdphcemdfmthedmmnonofwmmm
that inflate OSP cost structures and are presumably reflected in OSP rates.

¥ The industry-wide dial-around figures can be estimated for 1991 from data in the TOCSIA
Repont, at 30-31 and Attachment N, Table 4, at N-17 (TOCSIA Report Table 4).

" ® Pennsylvania PUC Comments at 5 n.3; Sprint Reply Comments at 6; See, Administration
of the North American Numbering Plan, Noueeomeposeanhmnhng CCDockaNo 92-
237, FCC 9419, paras. 48-50, (relﬂsnd Apr. 4,1994). |

a chnlmmmmmumnmymmﬁndmmm
Ameritech Reply Comments at 16-17; Indiana & Peansylvania Consumers Comments at 14;
" Mastercand/Visa Comments at 10-11; MCI Comments at 4-5; Michigan PSC Comments at 2; -
Midwest Regulators Comments at 7; Pacific Comments at B (many callers now believe that a
LEC credit card ensures the use of their preferred OSP); Peansylvania PUC Comments at 3-S.
According to focus group rescarch conducted by Pacific, "81% of card bolders who need to dial
mwdeammsmdinhavmg0+mondmrm Pacific also found that "dialing
conveaience is a most important card attribute for a majority of card holders.® Pacific Comments -

7
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comment on the extent to which consumers find acc. s codes confusing or convenieot. We also
wckeommwtonthr"xmtwwhxdlmsumerm,mnocofawesscodcsnhkclytodnngc
over time.

11. Guaranteed sutomatic routing to the ¢.:tomer's preferred carrier. Callers who cannot
or do not use access codes from public phone. .sould gain the most significant benefits from
BPP. These callers would no longer be frustr..od by having their oaly calling card rejected at
apamcuh:tclcphoncbwauwtbcpmubm AOSwaanvdndaeaympanardof
a differem OSP. In addition, many callers could save a significant amount in operator service
charges. Intodayspresubscnpuonwwmnmem 0+ calls may be routed to carriers that charge
rates that are considerably higher than the indusi-y average. Indeed, according to the TOCSIA
Report, AT&T, MCI, and Sprint charged, on avcrage, $.34 per minute for an operator scrvice -
call in 1991, while third-tler OSPs charged, on average, $.53 per minute, or $.19 per minute
more.? Since under BPP, consumers would oot fikely presubscribe 10 an OSP that charged high
rates, BPP would, we believe, force OSPs either to lower their rates or lose 0+ traffic.® Based
on datz in the TOCSIA Report, even assuming that BPP wouid not apply to any intralLATA
calls, we estimate that consumers could save approximately $280 million per year by avoiding

at 8. But see BellSouth Comments at 9 (claiming that & July 1991 Bellcare survey found that
aﬂmdonotvwwmoodaundgniﬁumbum bmfaﬂmgtoptvvxdefunhudeail
about that survey).

.. BTOCSIA Report Table 4. mimmuwewm:eﬂeammospmmfa'
uxamphthndmOSP:whoamapprmdm&lydO%oﬂhhd—ﬁ:rosrmm
Repoxt at Attachment N, N-12. _ ‘ ]

1 {

”Aswﬁhl+m,me°8?uﬂ:ghtwdloﬂ'urﬂahdwﬂwhxg&mbﬂm
aﬂanpthasbeenmademq\nnufythcaddmmdbmﬁummummﬁomOSPpmubekm Lo
rather than simply at, curreat competitive levels.



the highest-priced OSPs.* We sesk comment on this analysis and on whether data in the
TOCSIA Repont reflects the current rite differential between AT&T/MCL/Sprint and otherQSPs.

2. OSPs would refocus their competitive efforts on end users rather than op commission
payments to premises owners.

_ 12. By transferring the ability to choose the OSP for a 0+ interLATA call from the
premiscs owner or payphone provider to the end user, BPP would benefit consumers in two
ways. First, BPP would force OSPs to redirect their competitive efforts away from aggregators
and toward end users. This shift in focus would likely result in lower prices and better service.
Second, BPP would almost certainly eliminate 0+ commissions and thus significantly reduce
OSP costs, thereby offsetting a substantial portion of the costs of BPP itself. The TOCSIA
report indicates that OSPs paid approximately $500 million in commissions to premises owners
and payphone providers on 0+ interLATA and intraLATA toll calls in 1991. We estimate that
by 1997’; the annual savings on interLATA 0+ commissions would be approximately $340
million.

* TOCSIA Repon Table 4 indicates that third-tier OSPs eamed $1.2 billion in revenues in
1991. Since, as shown in note 21, gupra, the $.53 per minute these OSPs charged was, on
average, $.19 per minute more than the average rate for AT&T, MCI, and Sprint, approximately
36% ($.19/8.53) of this $1.2 billion (3430 million) arc revenues attributable to amounts third-tier
OSPs charged in excess of the composite AT&T, MCI, and Sprint rate, :

To estimate this revenue differential for 1997, we make two adjustments. First, we
adjust for traffic growth between 1991 and 1997. We assume a 4.3% growth rate, based on
FCC data showing & 4.3% historical growth trend rate for toll traffic revenues from 1984-1992.
Long Distance Market Shares at 12 (FCC Common Carrier Burean, Industry Analysis Div.,
Sept. 1993). Second, to be conservative, we assume that the market share of third-tier OSPs
will decline as callers increasingly dial around those third-tier OSPs with the highest ratés. We
assume, for purposes of this analysis, that between 1991 and 1997, the combined market share
of third-tier OSPs will drop by about one third ~ from 12.7% of the minutes for away-from-
bome calls (see TOCSIA Repont, Graph 2, at N-15) to 8.5% of away-from-bome minutes.
Applying these adjustments, we project that, in 1997, third-tier OSPs will receive $370 million
in charges above the composite AT&T, MCI, and Sprint rate. We then assume that 23.8% of
this differential would be attributable to intraLATA calling (TOCSIA Report Table 4 shows that
47.5% of third-tier OSP rcveaues are intrastate and we assume half of that is intral ATA) and

adjust accordingly. _ . _ SR

¥ We derive this figure as follows: TOCSIA Table 4 estimates 1991 operator service
reveaues from aggregator phones at $6.1 billion, approximately $1.2 billion of which was third-
tier OSP rovenue. To estimate 1997 0+ reveaues, we make the following adjustments. ' We first
adjust 1991 revenues to account for overall growth in operator aervice revenues betwecn 1991
and 1997. 'We assume a 4.3% annual growth rate, acg note 24, shpm, and thereby derive &
revenue figure of $7.9 billion in 1997, $1.5 billion of which would be thind-tier OSP revenues.

.'_9 N
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13. We understand that consumers may ot realize all of these savings. In particular, = -
w.cundcmndthnwmcaggmgammingchWMeommisdmpaymmummgh
direct surcharges on end users for telephone usage. On the other hand, & appears that the
botel/motel industry bas found such surcharges to be harmful to customer goodwill, and this
could deter them from using surcharges to replace Jost commissions.® We also recognize that
premises owners could seek to recover lost commissions through higher prices for other goods
and services. For example, hotels could raise their room rates, or restaurants with payphones
could raise menu prices. Yet if the prices of other goods and scrvices were already subject to
competitive pressures or set at a profit-maximizing level, this option would be limited. Rven
if premises owners were able 1o recover their lost commissions from higher prices of other
go0ds and services, BPP would still benefit consumers by generating more efficient pricing. In

We next adjost these numbers to account for our assumed shift in traffic from higher-priced
OSPs to lower-priced OSPs between 1991 and 1997, If this shift occurs, actual 1997 operator
service revenues will approximate $7.7 billion. (We derive this figure by assuming that one third
of anticipated third-tier OSP revenues in 1997 would be priced at the AT&T/ MCU/Sprint
average rate, rather than higher third-tier rates.) We then assume that 18.1% of these revenues
arc from iotral.ATA calls (TOCSIA Report Table 4 shows that 36.3% of OSP rcvenues are
intrastate and we assume half of that is intral ATA). In addition, to be conservative, we assume
that the dial-around rate will increase to S0% by 1997, leaving $3.2 billion in interl. ATA 0+
revenues. We next calculate from TOCSIA Table 4 that 1991 0+ commission paymeats
averaged about 12% ($500 million/$4.1 billion) of 0+ reveaues from aggregator phones. We
apply this rate to anticipated 1997 0+ interLATA revennes to arrive at $380 million in estimated
commission payments.

We thea make two additional adjustments. First, we assume for purposes of this analysis
that compensation paid by OSPs to competitive payphone providers (CPPs) will double from $6
per phone per month to an average of $12 per phooe per month. See note 53, infra. This
would reduce 0+ commission savings by about $22 million per year to about $360 million.
Second, we subtract commissions that would otherwise be paid on the $280 million in third-tier
OSP revenues that we estimated would disappear due to BPP, see note 24, sypra. This would
reduce 0+ commission savings by an additional $17 million %o about $340 million. For a more
detailed explanation of these calculations, see AppeadixB. -~ 7

% According to & July 25, 1993 story in The Washington Post; Hifton Hotels is the Iatest
and largest of the major lodging chaing to eliminate direct surcharges for guests who use-a -
calling card, and several other hotel chains say they are considering a simildr move. - Hilton's
senjor VP for marketing cited calling card access fees as “the biggest source of customer
complaints at full-service hotels.” Hilton estimates that the policy will cost the chain several
million dollars in the short term, but it hopes for increased guest satisfaction and loyalty.
Stouffers and Embassy Suites do not charge fees today, and Sheraton and Marriott are both
studying the policy. James Yenckel, “FReariess Traveler: Phoning Home: Hotel Fees,” The
Washington Post, July 25, 1993 ar E6. e
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particular, BPP would prevent premises owners from using artificially high operator service rates
to cross-subsidize artificially low prices for other goods and scrvices.™

~ 3. Competitors of AT&T would be able to offer end users the same 0+ access as AT&T.

, 14.DuctoAT&T'slargewmmcrbascmdizsuseofapmpﬁmryamngmm,izhu
an advantage in competing for presubscription contracts with payphone providers and other
BEETCLRLOrS. Spwﬁcany, it can pay a lower commission rate, but still offer higher overall
commission payments.®® This presubscription advantage confers two corresponding beaefits.
First it increases AT&T"s share of operator services traffic since the presubscribed OSP receives
all 0+ calls from the phone. Second, it enables AT&T to hold itsclf out as the only long
dlstancemmthatcanoffernmplc0+dnhnguapnaiulqmon. If any of AT&T s
competitors were t0 encourage customers to attempt 0+ calls using their IXC cards, those
customers would probably become annoyed at the high rejection rate for those calls. AT&T's
competitors have claimed that their inability to offer 0+ calling with their own calling cards has

¥ The CompTel study concludes, without substantistion, that there would be no O+
commission savings under BPP because of increased payphone compensation and surcharpes
assessed by aggregators. The study also suggests that consumers would not benefit by depriving
public institutions of commissions, since those institutions use thosc commissions to provide
public services. This study, bowever, assumes that the Commission would increase paypbone -
compensation payments by $42-60 million per year under BPP, while, as explained in Appeadix -
B, an increase of about $22 million would be consistent with the rationale of the Payphone
Compensation Order. See note 53, jnfrs. The CompTel study also assumes that aggregators
will not be constrained by market pressures in recovering their lost commissions. Morcover,
for the reasons stated above, we reject the notion that consumers would not benefit from a
mducuonmcommissionpaymemstoaggmgnmts even if those payments are otherwise
recovered or had been made to public institutions.

# As indicated in the Notice, AT&T"s introduction of a proprietary calling card secures this
advantage. All OSPs can pay commissions on O+ calls made with & LEC calling card.
According to Pacific, 45% of all calling card calls are made with a LEC card, Pacific ex parte
filing, Jun. 25, 1993. All OSPs can also pey a commission on collect and other non-calling card
calls. Only AT&T, bowever, pays a commission on the 0+ calls made with an AT&T
- proprictary calling card. According to Pacific, 35% of all calling card calls are made with an -
AT&T proprietary card. I[d. While other OSPs have issucd their own proprictary cards, thess -
cards are used far less often (20% of the time in the aggregate, according to Pacific, id.).
Mma,mmgmnymmamnmmmmmmdmw
likelihood that dialing 0+ will be successful with them. Therefore, AT&T is able to win
pmbxnptbnagreemmagmmomerwmpmuvelypmedOSRevwwbenoﬁmngme

payphone premises owner a lower commission rate.
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hadanadvcrsexmpactonﬂ:cxrmtzmxchangebuslmgmcmuy by strengthening the perception -
that AT&T offers superior service.?

15. BPP would eliminate these AT&T advantages. It would give all carriers the same
opportunity to compete for 0+ traffic. It would also give MCI, Sprint, and others the ability
tooffefrwstornmthesameo-'l-aﬂmgopuonthatAT&Toffmmdthamznywstommappar
to prefer.®

4. Other benefits

16. BPP would also produce other cost savings. For example, it would reduce '
costs. The FCC and state commissions have received many complaints about OSP mates.’ BPP
would significantly reduce the incideace of such complaints and any need to regulate OSP rates
more actively. In addition, by eliminating AT&T presubscription advantages, BPP might enable
the Commission to streamline regulation of AT&T"s operator services. BPP could also reduce
the need to police compliance with TOCSIA by eliminating the incentives for premises owners
toblockamwdealhnndbydmmshmgmempomnccofd)emmmbmdmgmd
notice requirements.

17. BPP would also likely reduce OSPs' costs of collections and uncollectables since
OSPs would gencrally be billing only their presubscribed customers and not one-time callers,
while consumers would no longer receive bills for 0+ calls from unknown carriers with
unfamiliar rates (which they might not be inclined to pay).® Furthermore, the new facilities
installed for BPP, including OSS7 in the end office, would cnhance the communications -

infrastructure by improving the signaling capabilities of the network, facilitating the introduction~ -

’compeuuonmthelntemtelntmxchmgemtkuphee ReponandOrder CC Docket
No. 90-132, 6 FCC Rcd 5880, 5884 (1991).

® Of course, there is no guarantee that OSPs would promote 0+ calling in a BFP
cnvironment. If the cost of BPP were recovered only from 0+ calls some carriers might
promote access code calling as & cheaper alternative to 0+ calling. Others might focus on the
1-800 debit card market. Nevertheless, many customers appear to have a strong preference for
0+ calls, as discussed in section II.A.1., sipna. B

3 We continue to receive large numbers of complaints despite our TOCSIA rules. Indeed,
whereas from April to September 1990, just prior to the enactment of TOCSIA, we received 851
operator service complaints, over that same six month period in 1992 and 1993, we received
1,377 and 1,373 operator service complaints, respectively. FCC, Common Carrier Buresu,

*Consumer Complaints and Inquiries About Common Carrier Issues.® 1990, 1992, 1993, The
Florida and Texas Commissions also report problems under current rules. Florida PSC
Comments at 3-4; PUC of Texas, ex parte, filing Feb. 23, 1994. . )

2 Ameritech Commeats at 20.

{ak
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of new services, and increasing efficiency in the provision of existing services. Altbough major
LECsothcrths.nAmemechmayhckwmtphnsfordcvclopmgnewmnesﬂmdepaxion
OSS7 in the end office, this capability could aid in the provision of other forthcoming sexvices,
'mchuCustomerLocalAmStgmhngSewwes(CuSS)mmmopuzmtmmm”

) 18. We invite comment on our analysis of the benefits of BPP and the assumptions
underlying this analysis. We urge parties disputing our analysis or data to submit empirical data
to support their claims. Particularly relevant would be data on consumer acceptance of access
wus dialing and on the value to consumers of being able to reach their preferred carrier without
using access codes. Also relevant would be data on any impact of wirckess or other new
technologies. We especially encourage consumer groups to comment. 08 our assessment of the
benefits of RPP.

19. As discussed above, in estimating the benefits of BPP, we have assumed that, if
mandated, BPP would apply only to interLATA traffic and that O+ intraLATA traffic would
continue to be routed to LECs. If states extcanded BPP t0 intral ATA traffic as well, the benefits
of BPP could be significantly augmented. A number of state public utility commissions support
BPP and urge us to adopt it.* In the event we mandate BPP we would encourage all states to
extend its application to all intral ATA traffic to maximize the benefits of BPP.

B. Estimated Costs of BPP
1. CostofimplemenﬁngandadministeringBPP

20. To implement and operate BPP, LECs, and to a lesser extent OSPs, would be .
required to make substantial network modifications. LECshavcmbmxncddataonmemof
these modifications, but these data are not as reliable as we would like, primarily for three
reasons. First, some equipment vendors have becn unwilling to offer prices without & more
detailed explication of LEC requirements.* Second, some of the software nceded for BPP bas
not yet been developed. Third, LECs do not know the extent to which they will be able to

Examples of CLASS services include Caller ID, which permits the called party to display
the caller’s phone mumber, and Selective Call Forwarding, whlghpammdnalhdpnyw
forwudonlyammexvedfmmudmedwofpbonenumm . 1

Msee, e.¢., Florida PSC Commentsat 1; mchipnPSCCommaﬂutz hﬁdmkenhtm
Commexnts at 7,8; Missouri PSC Comments at 1; New York DPS Reply Comments at 1; Texas .
PUC Comments at 1.

”S_g:,;.z..AmamchCommamnls BellAﬂanncCommmnAmchmaA‘Pmﬁc
Comments at 19. _ ST S
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obtain discounts that they customarily receive from vendors.™ Based on the available dat, -
LECs estimate that their costs would approximate $1.1- billion in nonrecurring charges and $60
million ip annual recurring expenses.” These estimates translate into an amortized pre-
separations annual cost of approximately $380 million. As discussed below, we estimate that
total OSP costs would be approximately $35 million per year, yielding a total estimate for BPP
modifications of about $420 million per year.

21. LEC costs, LEC costs would fall into three broad categories. The single largest
category would include costs for end office software needed for BPP. This software would
enable LECs to perform "route splitting® (routing access code and 00- calls directly to OSPs,
while routing 0+ and 0- calls to the LEC OSS). It would also enable them to transmit to the
OSS the ideatity of the OSP presubscribed to the originating line. LECs would use this
information for routing calls billed to foreign numbers (which would not be subject to BPP) and
in the event the primary and secondary carrier were unavailable. LECs claim they would have
todeployOSS7inthcircndoffwtoxafomthﬁcmnedonﬂiﬁu." LEC cost estimates for
this software total about $480 million. :

22. The record is unciear on the extent to which OSS7 costs should be recovered from
BPP. Ameritech argues that OSS7 would be used for a host of new services and that it would
only seek to recover the costs of accelerating OSS7 to accommodate BPP. Pacific suggests that
some OSS7 costs could be allocated to other services. MCI goes farther and argues that OSS7
is a general network upgrade, none of the costs of which should be loaded into 8 BPP rate
element. On the other hand, no other LECs indicate that they have any other expected use for

“SomeBOCshavenmedﬂnttheymgenuﬂlylblewnegoﬁmﬁgdﬁmmdimmﬁom
their vendors for new hardware and software, but that these discounts were not included in their
cost estimates. Sce, e.g., BeliSouth ex parte filing, June 23, 1993; SW Bell ¢x parte filing, June
3, 1993,

7 In citing these estimates we do not imply that these costs are reasonable or properly
attributable to BPP. These matters would be addressed in the tariff revicw process.

* While it appears that certain types of switches can perform these functions without OSS7,
LECs maintain that in most switches, linle savings could be achieved by vsing multi-frequency
(MF) software in lieu of OSS7. LECs also arguc that it would make no sease to spend large
amounts of money oa new MF software, given the superior capabilitics of OSS7. See Pacific
ex pane filing, July 6, 1993; Ameritech gx parte filing, July 8, 1993. .

» See, e.g., SW Bell Reply Comments at 6: item 5 ($103.5 million); USTA gx parte filing,
July 20, 1993 ($86.7 million); US West gx panie filing, Aug. 16, 1993 (75.5 million); BellSouth
Comments at Exhibit 1 ($72.3 million); NYNEX mﬁlmg, Apr. 28, 1994 (48.5 miflion).
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0SS7. Likewise, tlmhﬁssoun?SCassutsthmifOSS?nneededforBPP.OSWmﬂSthGﬂd
be recovered from BPP. %

23, WcseekcommmtonmeawmwwmchOSMoomwouldbcmwdasBPPcons

if we mandatc BPP and, in particular, on the need for and possible other uses of OSS7. For

rposcsofmtmnmtcosdbweﬁtamlysis,bowwa.wemumethnthcmmmadwa
ofabmn%SOmﬂhonforprovxdmgOSSinlheeudofﬁcewouldbembtmbletom

24. A second category of LEC BPP costs would include costs of increasing LEC operator
service capabilities. Under BPP, 0+ calls currently routed to the presubscribed OSP would
instead be routed to LEC operator positions for at least preliminary processing to determine the
billed party’s preferred camrier. In addition, the BOCs expect that most calls now made using
access codes would become 0+ calls and therefore would have to be processed at LEC operator
positions. Providing the live and automsted operasor services for this additional traffic would
require LECs to add more operator positions and consoles, provide additional training, and
employ more operators. LBCs estimate this would cost about $120 million per year in recurring
costs and about $180.million in nonrecurring costs.

25. Most of these costs, however, would be due to a shifting of functionalities from the
OSP networks to the LEC networks.® Therefore, most of these costs would be offset by cost -
savings w0 OSPs. For the purposes of this analysis, we estimate that at Jeast 75% of the
recurring costs, .2, operator salarics, and at lcast half of the AABS and operator related non-
recurring costs would be offset by cost reductions to OSPs. In caiculating the net costs of BPP,
therefore, we exclude these portions of the LEC cost estimates.

26. The third category of LEC costs comprise all of the remaining additional expenses
associated with LBC implementation of BPP. These include $280 million for software
modifications to operator switches and $130 million for trunk terminations and rearrangements,
for a total of approximately $550 million in nonrecurring costs. In addition, LECs estimate
‘addmonalrecunmgcostsofzbthSOmﬂhonannmﬂyforBPPmupdats mmmnce
andotbernmmrscmoa.

“ Ameritech ex parte filing, June 10, 1993; Mamﬁlmg Jnnes 1993 M!suonn
PSC Comments at 3; Padﬂcmﬁhng July6 1993 5,
: oo :. T TRC o

“ Sce Appendix C. S R

 1n particular, LECs would determine the nanure of the call (calling card, collect, or third
party billed) and the line or calling card to be billed, functions currently performed by the OSP.
OSPswmddonlyneedwhandbanawepmncefotwucamdthhdpmyansmdnﬁdaﬁm :
for OSP calling card calls. Because LECs would be able to signal the information they callect - -
to OSPs with SS7 capabilities, BPP would reduce operator related costs for most OSPs.
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27. Addmgthaethmcmgomwgahcrywldsmmmawdnamforlﬁc g
modifications of about $1.1 billion in nonrecurring costs and approximately $60 million per year
in recurring costs. Amortizing the non-recurring costs yields an anmual cost of approximately
$320 rmlhon/yr,“ and thus the total 1EC cost of BPP modifications, net of the offset for OSP
operator cost savings, would be approximately $380 nulhonlyr Some LBCs would also seek
to apply overhead loading factors to these costs.*

28. OSP costs, 08Psacoepung0+answaﬂdalmhavctomodlfymwmmh
AT&T estimates that BPP would require it to spend at least $68 milliop in non-recurring costs,
MCT $19.5 million,* snd Sprint about $6.5 million for network modifications.”” No other

© The record indicates that LECs would seek to amortize their pon-recurring capital
mvesunamandcxpenmbyrequcsungammngchargeofapp:mmtdy29% of their non-
recurring expense. For example, Ameritech estimates its total nonrpcurring expenses wonld be
$48.8 million and transiates that into an annualized expense of $13.9 million (28.5 %). Ameritech
ex parte filing, July 8, 1993. Similarly see BellSouth: non-recurring costs of $24.936 in capital
and $120.681 in other expenses would transiate to 6,982 and 34.997 million in annual costs,
respectively, (.28 and .29). BellSouth Comments at Exh. 1 & 2. See slso, GTE (estimated
annual charge factor of 30%), GTE ex parie filing, Aug. 24, 1993; SNET: capital costs of $6,
$13, and $1 million would translate into annual expenses of $1.8, $3.9, and $.3 million (all .30).
SNET ex parte filing, Jun. 18, 1993. This annual charge factor would permit LECs to secover
expenses over five years and principal, interest, and other related costs of capital investments -
over their life expectancy. *

“ LECs have indicated that they would roquest overbead loadings in the peighborbood of -

25%. Sce, £.g., Ameritech ex parte filing, Dec. 2, 1993 (30%); GTE ex parte filing, Aug. 24,
1993 (6% already included in estimates); Pacific ex pante filing, Sept. 20, 1993 (10%); and SW
Bell ex parte filing, Jan. 5, 1994 (22%).

| “ AT&T estimates that it would be required o spead $30 million in development costs to

modxfynsopcmnrmwempouhonssystem(osm) switching equipment to handle SS7 protocol
data for BPP; $10 million to develop call processing software for that same system so that it
cmxldopemzthhtheandeuﬂpmvxdedthmghﬂwSS?ptml and $14 million for trunk
reconfigurations, particularly rearrangements. In addition, AT&T estimates $8 million for trunk
upgradss, and $6 million for additions to its sigoaling links, It also indicates that it would
. _mquuemﬁﬂﬁ@ﬂﬂﬁ&miunwmwmmmmmmwmsm
interface to0 handle BPP traffic from independent LECs that are unable to arrange to employ
OSS‘hndAABSsyuemsmhandlcthwmfﬁc AT&T Comments af 12-15; RaplyComments
at 9-10.

“MCImw%mMmforwﬁwmdevdopmanmdSD.Smmmnform :

deployment and rearrangements. meﬁbng Jnly 16, 1993. MCT does not fusther . . '

elabomconthcnammofthesecosts.
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OSP/IXC offers any cost estimate, but extrapolating from the former figures, we assume that
total OSP costs would not exceed $120 million or about $35 million per year (exclusive of LEC
charges to recover the BPP costs described above). 4 Weaeekcommemsonthxsunmnexnd
encourage OSPs to describe with specificity their BPP-related costs.

2. Effect on Quality of 0+ service.

29. Opponents of BPP argue that it would adversely affect service quality. They argue
that callers would have to provide billing information, such as their calling card number, twice -
- first to the LEC, so that the LEC could use it to identify the preferred carricr, and then 1o the
OSPsothautcwldbmur,an"

30.’1‘hescargumems appear to be genenilly overstated. While BFP would require a 0+
call to go through two operator systems, LECs would be able to transmit to OSPs the
information they receive from a caller, thereby obviating the need for the caller to repeat that
information to the OSP.®

31. Opponents of BPP also argue that BPP would increase access time for 0+ calls.
These parties, however, do not substantiate their assertions and several parties dispute them.*!
We pote also that BPP would decrease the time it takes to dial a call by eliminating the need for
access codes, and that callers would receive instructions from the LEC during the call set-up
period, which would reduce the incidence of call abandonment. Based on the record, therefore,
we teatatively conclude that BPP should not materially degrade the quality of operator services.

“ Sprint ex pante filing, August 12, 1.93.

“ If $120 million in OSP BPP costs are amortized over five years, they would represent an
additional anpual cost of about $35 million per year, using the same S-year amortization factor
as used above for LEC expenses. See note 43, mupna.

¥ See, e.g., APCC Comments at 21-23; Arizona DOC Comments at 6-7; CompTel Reply
Comments at 14-18, 2]1-22; Harvarxd Comments at 1; Elcotel Comments at 1; LinkUSA
Comments at 17; USlngmncoCommnlo-ll.

% 1DDS gx parte filing, Dec. 22; 1993. mmmmmdmm; o

in their cost estimates. Coaes&maw:mbmmedbyvsernbehalfofmanuiudm
LECs assume that those LECs will either deploy OSS7 at their own operator switch or send their
; Bppamtoanothermcmathuthnapsbnny 'USTA x pari filing, Nov. 16, 1993.

I See, Amwtthommennnl-i-lﬁ Bell Atlantic Commecats at 8; G'I'BR:plyCommenu
at 4; MCI Reply Comments at 17; Midwest Regulators Comments at 9-10; Missouri PSC
Comments at §; Pacific Comments at 6, 11, Reply Comments gt 4-5; Pennsylvania PUC
CommentsuS'SNErCommentsatS 1 SWBellCommeututlB 15 SpnmCommmc?.Z- :
26; USTACommcntsn‘l ) '
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3. Effect on competition in certain market sectors

32. While we uclieve that BFP would generally increase competition, we recognize that
some OSPs might find it harder to compete in a BPP eaviroument. In particular, OSPs that
were abie (o obtain presubscription contracts by offering high commissions, but that do not offer
Aattractive rates and service to consumers, would have a difficult time competing in a BPP
environment. Small OSPs with low rates or high quality service, bowever, should be able o
attract customers under BFP. Like small IXCs in the 800 service marketplace, those OSPs can
conceatrate their initial marketing efforts on business customers and they can offer nationwide
originating capability by using a secondary carrier. We also recognize that if large pumbers of
consumers choose their 1+ carriers as their OSP, those OSPs that did not offer 1+ service
would be at a disadvantage. However, if consumers prefer to use their 1+ carrier for operator
services, we do not believe that we should deny them that option.

33. CPPs maintzin that BPP would have an adverse effect on paypbone competition.
They argue, first, th:twlthout0+eommssxons.theywuddbcmblctompdcthhl.ﬂc
payphopes.® 1If we adopt BPP, however, we will revise our payphone compensation rules to
mcmsethccompensmonofCPPs” CPPsalsoargucthaxBPPwmldmﬂethemuod:mon
of new and innovative payphone services* and diminish the availability of payphones.* BPP

7 See, .8, APCCCmmwSﬁ28-32;AﬁmeOCCoMﬂ5; Cleartel, & al,
Comments at 22-23; CompTel Reply Comments st 25-26; Intellicall Comments at 19; LinkUSA
Comments at 10; Northwest Payphone Comments at 6.

® While we have assumed for purposes of analyziug the costs and benefits of BPP, that
CPP compensation would double under BPP, see note 25, supra, we do not now prescribe
changes 0 our current payphone compensation rules. In the Payphone Compensation
proceeding, we have emphasized our prefercace for a per-call compensation rate in lieu of the
per-pbone mate that we adopted on an interim basis. See Policy and Rules Concerning Operator
Sexvice Access and Pay Telephone Compensation, Second Report and Order, CC Docket No.
91-35, 7FCCRed3?51 (1992), aff’d in pant and modified in part, 8 FCC Red 7151 (1993)
(Payphote Compensation Order). We belicve that the industry will be able to implemeat & per-
call compeasation system before the availability of BPP. Givea this possibility and in light of
the long implementation period for BPP, ace para. .83, infn,wewilldefe:conndmnmof
mscdpayphonccompammnmlsm:hmdnc.

“S&.mhxponACICommtan-lO'Botd&MudCommaM APCC
Comments at 5-8; ATC/LDDS Reply Comments at 3; Central Payphone Reply Comments at 3-
4; Cleartel, et at, Comments at 23-25; CompTel Comments at 18-19, 23-24; ComTel Comments
at 3-4, 6-8; Dallas Airport Comments at 2; Orfando Aviation Comments at 4, 13; NY Payphone
Comments at 13; ImnmnCommmuu:i 6-9&exhibn2 MFSchlyCommemnl :

......
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would not, however, preclude CPPs from o... ring new technologies, such as voice messaging -
services,* although it would require that CPl-. 1nstruct callers to bypass BPP — c.g., by pressing
the # key ~ in order to use such services. }:areover, we do not find convincing evidence that
the loss of premises owners® commissions uu..r BPP would adversely affect the availability of
public payphone service.”

34. AT&T also argues that BPP would force OSPs to subcontract all operator functions
to the LECs so that callers would not have to interface with two operator systems.® 1t argues
that BPP would thereby resuit in LEC monopolization of operator services. This argument,
however, is based on the faulty premise that callers would object to interfacing with two
operator systems. In fact, in most cases, callers would not even know that they were doing s0,
since most calls would be handled on an automated basis and information provided to the LEC
would be passed on to the OSP. .

35. MFS asserts that BPP would create a LEC bottlensck through which all 0+
interLATA calls would bave to be routed, thereby impeding competitive access providers (CAPs) -
from competing for this traffic.® mmcordcomumngthexmpactofBPPuponmpmon
in the local services market is particularly thin. For this reason we seck comment on the effect
BPP might bave on the development of competition in the local exchange marketplace.

C. Weighing the Costs and Benefits

36. In summary, BPP would simplify operator service calling by eliminating access codes
and blocked calls, thereby facilitating customer access to the telephone vetwork. It would also -

% See, £.£., ACTI Comments at 1; APCC ¢x parte filing, July 19, 1993; California
Payphone Comments at 2-3; Dallas Airport Comments at 2; Elcotel Commeats at 3; Odando
Aviation Commeants at 4-5, 10-12; Illinois CMS Comments at 3; NY Payphone Comments at
3-4; Intellicall Comments at 19; Midwest Payphone Comments at 2-3; Conveaience Stores
Comments at 13- 14; Northwest Payphone Commeats at 6-7; NYC Comments at 10-11; NYNEX
Comments at 15-16; Opticom Comments at 14-15, Reply Comments at 14-16; Operator Service
Commeants at 4; Phonetel Comments at 21-22; RC!LonsD:.stanccCommenun7 US loag
Distance Commeats at 16-17.

* See, e.g., MCI Reply Commeats at 15-16; Sprint Reply Comments at 10-11.

51 According to US West, the significant increase in commissions available to payphone
* providers and premises owpers in recent years bas not had a meaningful cffect on the number
of payphones in service. US West ¢x parte filing; Aug. 16, 1993. . '

% AT&T ex pante filing, Jaly 15, 1993.

¥ MFS Reply Commeats at 3-4; Asaoc forIoaleecommumanonsSmw(AL‘IS)a
parc filing, Jan 10, 1994.
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save consumers appreximately $620 million per year on interLATA 0+ calls by eliminating the
highest OSP rates anu commissions that inflate OSP cost structures.® Eves if aome reveaues
from lost commissions are recovered by premises owncrs through charges for other non-
telecommunications services, BPP would benefit the public by generating lower rates and more
efficient pricing of operator services. In addition, it would refocus operator service competition
OB consumers, thereby lessening the need for the Commission to police OSP rates and practices.
Finally, it would eliminate certain competitive advantages that AT&T now exnjoys in the operator
services market. On the other hand, 1. BCs estimate that BPP would likely cost about $420
million per year. In addition, if LECs or OSPs failed to deploy OSS7 as necessary, it could
dcgradehs;svmethty It could also cause some dislocation in the OSP or payphone

37, Weighing all these factors, it appears from the available information that the
significant benefits of BPP outweigh its costs. If implemented, BPP would facilitate network
access and increase competition, which would stimulate network usage and thus economic
growth. In addition, BPP could represent a valuable improvement to the communications
infrastructure. We also believe that if the bencfits of BPP are to be fully realized, BPP must
be implemented on a nationwide basis. Abscat nationwide availability, BPP could increase
rather than decrease consumer confusion about operator sexvice dialing rules. Nevertheless, we
recognize that cost estimates for techoologics that have not yet been fully developed are
inherently inexact, as are predictions about future consumer behavior. Moreover, the record
does not fully reflect the potential impact that BPP could have on competition in the jocal
exchange. For these reasons, we believe it would be useful to offer parties the opportunity to .
evaluate and critique our cost/benefit analysis before we make a final decision oo BPF. We
therefore seck comment on our tentative conclusions and analysis.

38. We also invite parties opposing BPP o describe with specificity alteinatives for
achieving some or all of the benefits that BFP would provide. For example, we invite parties
to suggest alternatives for making operator service calling less confusing and more user fricndly.
We also seek comment on alternative means for subjecting operator service prices to more
effective competition. In addition, we invite comment oa whether, in the event we do not adopt
BPP, we should reconsider our decision ip Phase I of this docket.®

IV. MPLEMENTATICON OF BPP
A. The Breadth of Coverage 7 e T S g

“Asdiswssed;bove,werecognindmthismannwonldbemducedmwhtif
premises owners sought to replace lost commissions with direct surcharges or other price

$Sec note 7 supra. - T {} N
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1. Background/Comments of the Partics

39. In the Notice, wewutauvelyooncludodtha,xfmandmd,mmuldipplymm
0+ interLATA calls. We observed that the principal beefit of BPP — simplified "dialing" —
would only resuht if BPP applied uniformly to all ocations and all types of pbones. We sought
comment on this tentative conclusion and on whether BPP should slso apply to O- calls. We also
invited comment on whether BPP could apply to calls originating in non-equal access offices.

40. Almost all commenters, including those opposed to BPP, argue that if BPP is
implemented, it should applytoo-uwellno-l- interLATA traffic, including calls originating
ﬁ'omxesxdenualpbonuandinnon-equa.lmm They assert that ubiquitous coverage
uthebenwaymmnimiuconmawnﬁmmmdmmdweperaum,mfuﬂw
increases call volume, but does not significantly raise the cost of BPP. Nine state regulators and
NARUC support the application of BPP to all interLATA calls, but the New York DPS opposes
FCC imposition of BPP on intrastate interf.ATA calls.®

41. Two groups request special exemptions: those responsible for prison phone service
and smaller rural independent LECs. Smaller rural independeat LECs arguc that they should
not be required to implement BPP.* Elkhart asserts that BPP would be even more costly than

“® AT&T ex pane filing, July 15, 1993; Ameritech Comments at 7-8; Bell Atlantic
Comments at 3; BellSoutb Comments at 17-18; Citizens Reply Comments at 2; Florida PSC
Commentsat6 GTE Comments at 4-6; Midwest Regulators Comments at 11-13; MCI

Commentsat&'l MichlgznPSCCommmtsatS Missouri PSC Comments at 4; NYNEX -

Comments at 21; SNET Comments at 8-9; SW Bell Comments at 17-18; Sprint Comments at
29; Texas PUC Comments at 7-8; USTA Comments at 7; US West Comments at 17-18. A few
OSPs and aggregators assume that BPP could not apply in non-equal access offices; bowever,
the BOCs, GTE, USTA, and others state that this assumption is incorrect. Indeed, US West and
USTA assert that “little or no expense” would be required to implement BPP in non-oqual access
offices. Messagephone argues that BPP should be limited to calls originating from public
phones, since BPP is primarily intended to address the problems associated with such calls,
Messagephone Reply Comments at 14-15. No other party takes this view. Moreover, LECs
assert that limiting BPP to public phone traffic wouid oot significamtly reduce overall BPP costs.

“SomepuﬁaexphaﬂyukﬂmmbeunplmmdformuTAalk Allpet
Comments at 4; Amnan)lyCommmn 15-17; AT&T ex parte filing, July 15, 1993 Gf BFP -
is mandated); Phonetel Comments at 4. Furthermore, many of the commenters listed in note

62, supm, support the application of BPP to the widest body of calls, which might well include -

intral ATA calls. Rour Midwest state regulators argue that the issuc of whether to impose BPP
oo intrastate intralL ATA calls is one for state regulators — not the FCC — t0 act on. Midwest
Reguistors Comments at 12-13.

“ Allte! Reply Comments at 2; Elkhart Reply Comments at 5-7; N'ltARq)lyCommm '4 |

A

a1 4:5; OPASTCO Comments at 4; OpncomReplyCommam:tﬂ.
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equal access and that the Commission should allcw independents similar flexibility in plaoning
their participation in BPP. Opticom questions whethez-small LECs with limited finances would
be able to afford BPP, while OPASTCO cautions that even where they can, lower call volirmes
could lead to substantially higber than average per call costs. Elkhart also expresses concern
that imposing BPP on smatler LECs would make them more dependent on larger LECs.

42. Dozens of prisons and sheriff's offices and the OSPs and CPPs serving them, as well
as the Florida PSC and Midwest Regulators, arguc that BPP should not apply to calls from
correctional institutions.*  They assert that BPP would impede the ability of correctional
facilities to prevent fraud, harussing phone calls, or other criminal or abusive use of prison
phones. They note that the Commission has previously recognized the special fraud concerns
relating to inmate traffic by exempting prison phopes from the TOCSIA unblocking rules, and
they argue that the Commission should likewise exampt them from BPP if it is adopted.*

43. OSPs and CPPs serving prisons argue that the most efficient way to combat fraud is
for a single OSP to be given responsibility for all imterLATA calls from & prison, as occurs now
under presubscription. They argue that because the OSP serving the prison bears the risk of
fraud on calls made from the prison, that OSP has the incentive to install the necessary
equipment and take the necessary measures to prevent frand.” They argue that it is far more
efficient for a single OSP to assume these responsibilities than to route calls to multiple OSPs,
as would be the case under BPP, and leave it to cach of them to address fraud in their own
systems. Prisons also maintain that by eliminating 0+ commissions, BPP would deay them the

revenues they currently use to finance prison expenses, and that without 0+ commission

revenues, they could be forced to limit inmate calling.

44, Groups representing the families and fricnds of inmates oppose an exemption for
prison calls.® They argue that it would be unfair to deny them the benefits of BPP if those
beoefits are made available to all other consumers. In response, some OSPs and CPPs sexving
prisons suggest that the concerns of these groups. might be addressed adequately if the

© See, £.g., Arizona DOC; CompTel Reply Comments at 28-29; Florida PSC at 6; Inmate
Calling Service Comments; Maryland DOC Comments; Midwest Regulators at 11-13; S
Carolina Jailers Comments; S. Carolina Sheriff’s Assoc. Comments; Utah DOC Comments;
Wisconsin DOC Commeats. Wealsorecemdn\mwsmﬁlingsﬁompnmommk

“GawwaykeplyCommemnS-G hﬁdwestxeguh:onCommmull-lz s Camlim
Jailers Comments at 2-3. : A

"mkmwm&,mmb.wﬂmmwmummm
use to commit fraud.

_z,ggquﬁwUmdmemﬁmdmnnu(CUnﬂ)mﬁm Mayﬁ _

1993; Pennsylvania Prison Society gx parte filing, June 9, 1993.-
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Commmsnonsctmcoexhngsformmtcanmgmm 'Ihcyugucthnthmwwldbenmm '
cost-effective solution than BPP.“

45. MCI disputes claims that fraud control would be inefficient in a BPP environmeaot.
It argues that calls originating from prisons acconnt for only a amall minority of fraud and that
the widespread prevalence of fraud from other sources already forces all OSPs to maintain
extensive fraud control systems.® MCT and Sprint argue that BPP would actually improve the
detection of fraud because all collect calls to a sumber would be carried by the same camrier
rather than the different carviers that now serve different prisons. They assert that BPP could
further improve frand detection on all collect and third number calls, including those from
correctional institutions, if LECs incorporuted certain fraud protection systems into LIDB. MCI -
and Sprint note that under BPP, all collect and third number calls billed to & particular line
mumber would be routed to the LYIDB containing that line number. Thus, they state, the LEC
administering the 1LIDB would be uniquely situated to identify and preveat fraud calls wo that
number. They note, for example, that LIDB could be programmed to monitor the volume of
collect or third party calls billed to each number and to indicate when such volumes were
suspiciously high. If LIDB provided this function, scam phone subscribers and others would not
be able to avoid detection by frequently changing OSPs.™

46. BOCs supporting BPP state that current LEC technologies, including "flex-ANI,® are
sufficient to prevent BPP from increasing the prevalence of fraud.”? Bell Atlantic and Pacific
also assert that collect calls from prisons represent spproximately half of all collect calls,™ and
that diminishing the volume of BPP calls would raise the per-unit BPP costs for other customers.

2.Disqxssion

47. We now tentatively conclude that if we mandate BPP, it should generally apply to
all interLATA O+ and O~ calls, A primary goal of BPP is to enable consumers to reach their
preferred carriers easily and with minimal confusion. We believe that uniform naticowide 0+
and O- calling rules are most consistent with this goal. In addition, insofar as it is preferable

® Inmate Calling Service gx parte filing, Jan. S, 1994.
™ MCT ex_parte filing, Nov 24,1993. - -

"u.mmminsunn 1993. T I

™ Ameritech lyCclnmemnls OSPspumhmgka-AleouldmcdvcanANIn
code of 29 accompanying all calls from prisons located in exchanges where flex-ANI was
available.

™ Bell Atlantic ex parte filing, Aug. 17, 1993 (57% of all intral ATA coflect calls handled
by Bell Atlantic originate from inmate facilities); Pacific gx parte filing, July 6, 1993 (inmate
collect calls represent 40% of all collect calls handled through Pacific’s network).
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that calls be routed to the carriers chosen by the billed party (as opposed to the caller), applying . °
BFP t0 all 0+ and 0- calls could further the public interest. :

48. We recognize that there is less need for BPP on 0- calls and on calls from residential
and business phones. 0- callers can rely on live operators to transfer their call to their preferred
OSP or to instruct them on how to reach that OSP. Callers from resideatial and business phones
mlmhkclytomcbOSPsthachugcmthammgwmnthenom For these reasons,
if limiting BPP to 0+ calls or to public phone traffic would significantly reduce the cost of BPP,
that option might be attractive. The record indicates, bowever, that this would not be the case.
Indeed, eve:mmyoftheopponentsofm’?mpport:pplyingBPPman0+me-ansd'we
mandate it.

49. We also tentatively conclude that if we mandate BPP, it would have to be available
in independent LEC teeritories, as well as those of the BOCs. Otherwise, different disling rules
for different locations would confuse callers, and undcrmine the beanefits of simplified operator
service calling. We do not believe that it would be unreasonably burdensome for independent
LECs to participate in BPP. As is the case with anather sexvice we bave receatly mandated, 800
data base service, indcpendent LECs could arrange to perticipate in EPP in scveral ways.
Independent LECs that do not curreatly provide their own operator services could, for example,
send their 0+ and 0- traffic to another LBC for screening. Alternatively, independent LECs
could use their own OSS and another LEC's LIDB. Or they coukd share facilities with other
small independent LECs.™ Given these options, and based on data submitted by USTA, we
tentatively conclude that independent LECs would be able to participate in BPP without incurring
uareasonable costs.™ '

50. We seek further infor vation arv. comment on the options available to independent .

LECs for participating in BPP aid on the costs of such options. We also invite parties to
suggest rules that should govern LEC participation in BPP. We tentatively conclude that all
OSSs used for BPP should be equipped with OSS7 as necessary to provide OSPs with billing
information received from callers so that callers do not have to repeat that information to the
OSP. We seek comment oo this and on any other rules that should govem in this area.

¥ We do not now address whether we could or should require BPP for intraLATA calling.
We note, however, that many states suppogt the implementation of BPP and we anticipate that
states that have authorized intaLATA competition would seriously consider adopting BPP for
" such calls. As noted, nbdmemnamlymmqmmmmmﬁmm
dnlmgreqmmentswouldbemthepubhcmw. :

e Mmem&nhxm,wmmmmmm“m"

ﬂexibﬂxtyntumblypoaﬁhkwmmndmywuldphnmmmmm
accordance with their resources and network needs.
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